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RATES - SECTION 07 

Utili t ies,Insurance,SpecialPatient Care Services - Schedule S 

The CFA r a t e s  fo r  each of thesecostswillincludethelowerof: 

- actualexpenditures(fringed)forthereportingperiod, or 

-	 a reasonablenesslimitestablishedpertheGuidelines(Section C 

o f  the CARE Manual) 

The reasonablenessl imitforut i l i t iesis  based upon licensed NF beds. 
, , .  . 

The reasonablenesslimitforinsurance,  110% o f  Median InsuranceCosts, i s  

based upon reasenableappraisedvalue of buildingsas shown on Schedule P .  

. 
\ 	 Separatelimitsper$1,000ofappraisedvalueare developed fo r  urban and 

nonurban ;NFs. 

The reasonablenessl imitfor  each specialpatientcareservice on Schedule 

S - 1  i s  based upon to ta l  NF days. 
? 

All l imitsareestablished interms o f  equalizedcosts(seeSection D-1)  and 

compared against each NFs equalizedcosts. 

Where an NFs equal izedcosts  exceed thel imit ,  a ra t ioi sca lcu la ted  equal 

t o  theequalizedlimitdivided by equalizedactualcosts. For example: 
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- I f  thereasonablenesslimit(equalized)is $40,000, and 

- the  NF's equalizedcost is $50,000, 

-	 then 80 percent (40,000/50,000) of tha t  NF's costsareconsidered 

reasonable for CFA r a t e s .  

- then 80 percent  x $52,000 or $41,600 will  be inc luded  i n  CFA 

r a t e s .  
,._ . ' 

Where a NF's actualequalizedcost i s  l e s s  t h a n  t h e  e q u a l i z e d  limit, then 

the  CFA r a t e s  will includeallactualcosts._ - .-. 
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RATES - SECTION D8 

Maintenance and Replacements - Schedule U 

ThisScheduleca lcu la tesreasonableexpendi turesformain tenanceand 

replacements (M & R )  f o rinc lus ionin  CFA ra tes .I ta l soca lcu la testhe  

amount ofover/underexpenditures t h a t  may be c a r r i e df o r w a r d  t o  t h e  

following year. 

Eligible ExDenditures 

. .  

e l i g i b l e  & R expendituresinclude: 

- certaincapitalexpenditures and leasingcosts as defined on Line 

A o f  Schedule U, prorated where appropriate t o  NF pat ients  based 
. .  

* 	 upon the rat io  of NF p l a n t  square  fee t  to  to ta l  p lan t  square  fee t  

(Line D). 

-	 Fringedmaintenance costsapplicable t o  NF patientsasdefined on 

Line F. 

-	 A carryover o f  expend i tu re sintheprev iousyea rtha t  were in  

excess o f  the  amount includedinthepreviousyear’s CFA r a t e s .  

(Ifthepreviousyear’sexpenditures were under tha t  year ’s  l imi t ,  

theunderexpenditure adds t o  thereasonablenesslimitper Line N ) .  

ReasonablenessLimit 

Reasonableness l imits  have been calculatedstatewideperplantsquarefoot 



as 

andadjustedforgeographicwagedifferentialstoprovideforindividuallimits per 


plant squarefootforeachsalaryregion. These limitsarecalculated at average 


price levelsprevailingforthepriorcalendaryear(using“equalized”costsas 


explained in Section D-1 of this manual). 


Lines I-K calculate the limit for each
NF on this basis. 

Lines L and M adjust this limit to average price levels during each NF’s reporting 

period. (No adjustment is required for reporting periods ending in December). 

Line N increments the limit for this year by any underexpenditure of the previous_
year’s limit. 

Line 0 isthetotallimitforthisyear. If the total eligibleexpenditures (Line H) 

exceed this limit, then the limit is included in CFA rates (Line P) and the excess is 

entered onthelastlineoftheScheduleastheoverexpenditure to be carried 

forward to the following year. 

If the total eligible expenditures for this year are less than the limit (Line0),then all 

of theeligibleexpendituresareincluded in CFA ratesandthe amount of the 

underexpenditure is entered below an addition to the limit for the followingyear. 



Lines Q-S convertthe amount included i n  CFA r a t e s  t o  a per diem based u p o n  
.

t a r g e to c c u p a n c y  o f  3 4 7p a t i e n td a y sp e rl i c e n s e d  bed ( 9 5  percent  

-! occupancy), or for Class 111 NFs w i t h  a baseperiodMedicaid occupancy o f  a t  
'II 

,l e a s t  80% a targetoccupancy o f  329 p a t i e n t  daysperl icensed bed ( 9 0-
percentoccupancy). 

-. .  
. .  
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PROCEDURES FOR AUDIT - STATE OF NEW JERSEY 

This na r ra t ive  i s  designed t o  meet therequirementsof 42 CFR 447.253(e). 

1. 	 The f i r s t  s tep i n  the on-siteauditingprocess i s  t h e  d r a f t i n g  o f  an 

a n n u a la u d i tp l a n .  Theannua laud i tp l aninc ludesthe  nursing 

f a c i l i t i e s  (NF)  projected t o  be auditedin a twelve-month period. 

2 .  	 Each NF i s  n o t i f i e d  by l e t t e r  o f  the impending audit  by theOffice o f  

A u d i t i n g .  Thisnotificationis made well i n  advance o f  the  pro jec ted  

' s tar t ing date  oftheon-siteaudit. 

3. 	 When the aud i ts t a r t s ,  an audit program i s  usedwhich i s  designed t o_ .- guidetheauditors i n  conducting the i r  aud i t .--. 
... 

a.  	 The auditsare performed i n  conformity w i t h  genera l lyaccepted  

auditingstandards. 

b. The auditsare adequate i n  scope t o  verify:  

(1) Thatthe NF providerhasincludedonlythose expenseitems 

t h a t  DMAHS has specifiedasallowablecosts. 

(2)Thatthe NF provider has accuratelydetermined i t s  allowable 

costs. 

(3)  Thatthe  NF providerhasaccura te lya t t r ibu teda l lowable  

costs  to  the cost  of services. 

( 4 )  Thatthe NF provider'sallowablecostsarereasonable. 
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4. 	 Upon completionoffield work and finalreview, a draf treportwil l  be 

prepared by the Office o f  Auditing and transmitted t o  the f a c i l i t y .  

5. 	 The faci l i ty 'srepresentat ivesareadvised i n  a t r ansmi t t a ll e t t e rtha t  

they have f i f t een  working days t o  make a w r i t t e n  r e q u e s t  for an e x i t  

con fe rence .Fa i lu re  t o  make such a requestresul ts  i n  theabrogation 

of  a l l  rights t o  an exitconference. 

6 .  	 The aud i tr epor t  i s  forwarded by theOfficeofAuditing t o  DMAHS a f t e r  

e x i tc o n f e r e n c e( i fs u c h  i s  r e q u e s t e d  by f a c i l i t y ) ,  and DMAHS 

c a l c u l a t e sa u d i t e dr a t e s .  Subsequent t o  this ra tereca lcu la t ion ,  the 

Divis ion will send a copy of the audit  report  and a Preliminary Notice 

of Demand andAdministrative Recovery Proceedings t o  the f a c i l i t y  for 

the asses&& o f  any overpayments, i n t e re s t  and other  penal t ies .  

7. Audit  reports  will be retained for a tl ea s tth reeyea r sa f t e rr ece ip t .  

8. 	 In some instances,theaudi tors  conduct a review o f  pat ien ts 'personal  

need allowance and available income. 
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